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DISCUSSION OF REMEDIAL LEGISLATION 

ANSLEY WILCOX 
President of the Charity Organization Society of Buffalo, N. Y. 

IT has been shown that the old evils connected with pawn- 
broking have not abated in modern times, but are rather 
on the increase, in spite of prohibitive legislation, and that 
usurious charges and extortionate practices are common in this 
branch of the small loan business. The chattel-mortgage loan 
business is legalized and regulated in New York state by a good 
law, passed in 1895,* and since then amended and perfected. 
This act places the control of the business in the hands of the 
state superintendent of banks, giving him considerable discre- 
tion, which, if wisely exercised, would be highly beneficial ; but 
the fact is that the law has never been thoroughly enforced, and 
is now to a large extent disregarded, so that the evil practises 
connected with this branch of the business have not been 
abolished. The salary loan business, that is, lending money on 
assignments of salary or wages, is a newer form, but has grown 
to enormous proportions, until it is now running into millions 
of dollars annually in our greater cities, .and is threatening to 
undermine the morality and economic soundness of such vast 
numbers of working people that it actually menaces the welfare 
of society as a whole. 

It is universally recognized by those who have given real 
study to this subject that prohibitive legislation is a failure. In 
fact, it increases the evil by making the business more clearly 
illegal, and therefore both more disreputable and more danger- 
ous, thus making it possible and indeed necessary for those who 
carry on the business in defiance of law to charge more and 
more for their loans. It is plain that people of small means 
need banking facilities, that is, they need places where they can 
borrow money in times of illness or temporary unemployment, 

1 Laws of 1895, ch. 326. 
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and on many other occasions. At such times the necessities of 
the poor will recognize no law. They will find some place 
where money can be borrowed, and if this has been prohibited 
by law, or limited by impossible restrictions, then both they 
and the lenders will defy the law and take their chances on its 
enforcement ; but the borrower always has to pay the price, 
which runs up to ioo or even 200 or 300 f> a year. 

The form of remedial legislation which seems to be best 
suited to American ideals and conditions, is suggested by the 
New York Chattel Mortgage Law of 1895, as now amended. 
This is based upon the idea of encouraging private capital to 
go into the business of making such small loans, by legalizing 
the business and making it respectable and safe as well as profit- 
able, but at the same time subjecting it to strict regulation and 
official control, so that the power of making such loans at extra- 
ordinary rates of interest cannot be abused. A complete law 
on this subject necessarily involves the idea of either incor- 
porating the persons who are to conduct such business or 
licensing them, and should involve their giving a bond for good 
behavior; it necessarily permits loans to be made at rates 
which will be remunerative, running up to as much as 1 }4 or 
2 yfc> a month, and even more in some cases, for some forms of 
the business cannot be profitably conducted at these rates; 
but there should be some supervising authority, with power to 
cut down the rates of charge so as to permit the business to 
earn only a reasonable net return on the capital invested and 
reward for the labor put into it ; and to effect these ends, there 
must be periodical reports with full details, coupled with ample 
power of inspection at all times, and the power to forfeit 
licenses and bonds and to enforce obedience to law. The fact 
that the New York Chattel Mortgage Law, which embodies 
these features, has not been fully successful should not unduly 
discourage us. The duty of enforcing it was placed on the 
state banking department, which has always regarded it as an 
excrescence and an unwelcome addition to its burdens. It now 
appears either that there should be a separate state bureau, 
created for the supervision of this business, as in a law enacted 
this year in Massachusetts, or, probably better, that a separate 
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bureau should be created within the banking department, with 
a responsible chief and assistants giving special attention to this 
kind of business, and the expenses of such a bureau should be 
paid by levies made on the persons conducting the business. 
These features would probably improve the enforcement of the 
law, which has hitherto been lax. They need to be supple- 
mented by an increased public interest in the subject, and an 
increase in the number of people of means willing to invest 
their money in corporations conducting such a business for the 
sake of a safe and moderate return and for the good which 
they can thus do. Even as it is, the New York Chattel 
Mortgage Law has done much good in permitting the incor- 
poration of some societies which conduct this business on an 
admirable basis, and in furnishing weapons with which to fight 
some of the worst of the old loan sharks who still exist. 

At the last session of the New York legislature, a bill was 
introduced, at request, by Senator Burd of Erie County, entitled 
" An act to provide for the supervision, regulation and control 
of the business of making loans on pledges of personal prop- 
erty, chattel mortgages or assignments of salary or wages," and 
which, by its terms, was to be known as the " Remedial Loans 
Law." This bill was drafted as a result of many conferences 
among students of this subject. It was not regarded as a com- 
plete or perfect measure, and was not urged for passage, but 
was merely put forward as a suggestive outline for adequate 
legislation. Another bill was introduced, entitled, " An act to 
establish a commission to inquire into the workings of laws 
relative to certain loans commonly made at extraordinary rates 
of interest or charges, also to make recommendations for legis- 
lation, and making an appropriation for the expenses of said 
commission." This bill was most absurdly amended in the 
legislature so as to exempt licensed pawnbrokers from its 
operation, and then was passed, but was vetoed by the governor 
because of the appropriation of $10,000 for expenses which it 
carried — to the shame and great loss of the state. 

It is to be hoped that with or without an official investigation 
in New York, we can soon procure a fairly adequate act of 
legislation, which will not exempt pawnbrokers or any other 
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special class of small lenders. But the greatest need after all 
is to arouse public interest in the subject, and to create an in- 
telligent appreciation of the evils which exist and of the proper 
remedies for them. Without this the restrictions of any law 
would not be enforced, and its permissive features would not 
be taken advantage of. Money invested in a well-conducted 
remedial loan society to-day can safely be said to be rendering 
the highest kind of social service, by supplying the honest and 
legitimate needs of the poor for loans in their emergencies, and 
supplanting the loan sharks. At the same time it makes an 
exceedingly safe investment. 
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